
INRE:

BEFORE

THE PUBLIC SERVICE COMMISSION OF

SOUTH CAROLINA

DOCKET NO. 2009-2-E - ORDER NO. 2009-289

APRIL 30, 2009

Annual Review of Base Rates for Fuel Costs

of South Carolina Electric and Gas Company

) ORDER APPROVING

) FUEL COSTS AND

) ADOPTING

) SETTLEMENT

) AGREEMENT

This matter comes before the Public Service Commission of South Carolina

("Commission") on the annual review of the fuel purchasing practices and policies of

South Cm'olina Electric & Gas Company ("SCE&G" or "the Company") and for a

determination as to whether any adjustment in the fuel cost recovery factor is necessary

and reasonable. The procedure followed by the Commission in this proceeding is set

forth in S.C. Code Ann. §58-27-865 (Supp. 2008). Specifically, S.C. Code Ann. §58-27-

865(B) states in pertinent part that, "[u]pon conducting public hearings in accordance

with law, the [C]ommission shall direct each company to place in effect in its base rate an

amount designed to recover, during the succeeding twelve months, the fuel costs

determined by the [C]ommission to be appropriate for that period, adjusted for the over-

recovery or under-recove12¢ from the preceding twelve-month period."

By letter dated November 18, 2008, the Commission's Docketing Department

instructed the Company to publish a Notice of Hearing ("Notice") in newspapers of

general circulation in the area affected by the Commission's annual review of the

Company's fuel purchasing practices and policies by January 9, 2009. The Notice
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indicated the nature of the proceedingand advised all interestedparties desiring

participation in the scheduledproceedingof the mannerand time in which to file

appropriatepleadings. On JanuaE¢13, 2009,the Companyfiled with the Commission

affidavits demonstratingthat the Notice was duly publishedin accordancewith the

DocketingDepartment'sinstructionsandcertifiedthata copyof theNoticewasmailedto

eachaffectedcustomer.

Timely petitions to intervenewere received from CMC Steel South Carolina

("CMC Steel")andtheSouthCarolinaEnergyUsersCommittee("SCEUC"),whichwere

not opposed.The SouthCarolinaOffice of RegulatoryStaff ("ORS") is automaticallya

partypursuantto S.C.CodeAnn. §58-4-10(B)(Supp.2008).

The Commissionconveneda hearingon this matteron March26, 2009with the

HonorableElizabethB. Fleming,Chairman,presiding. SCE&G wasrepresentedby K.

ChadBurgess,Esquireand Mitchell Willoughby,Esquire. SCEUCwas representedby

ScottElliott, Esquire.CMC Steelandits counselof recorddid not appearat the hearing.

ShannonBowyerHudson,Esquire,repa'esentedORS. In thisOrder,ORS,SCEUC,CMC

SteelandSCE&Garecollectivelyreferredto asthe "Parties"or sometimesindividually

asa"Party."

At the outsetof thehearing,the Partieswesented the Settlement Agreement that

was filed with the Commission on March 25, 2009. The Settlement Agreement was

admitted into the record as Hearing Exhibit 1 and is attached hereto and incorporated

herein as Order Exhibit No. 1. In the Settlement Agreement, the Parties represented to

the Commission that they had discussed the issues presented in this case and determined
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that eachParty's interestsandthe public interestwould be best servedby settling all

issuespendingin this casein accordancewith thetermsandconditionscontainedin the

SettlementAgreement.

S.C. CodeAnn. § 58-3-140(A) (Supp.2008) veststhe Commissionwith the

"power andjurisdiction to superviseandregulatethe ratesand serviceof everypublic

utility in this State..." In carrying out theseduties in relation to the Settlement

Agreement,the Commission'spublished"SettlementPoliciesandProcedures"(Revised

6/13/2006)are applicableto guide this proceeding. Specifically, Section II of the

SettlementPoliciesandProcedures,titled "Considerationof Settlements,"states:

Whena settlementis presentedto the Commission,the Commissionwill
prescribeproceduresappropriateto the natureof the settlementfor the
Commission'sconsiderationof the settlement... [W]hen the settlement
presentsissuesof significantimplication for otherutilities, customers,or
thepublic interest,theCommissionwill conveneanevidentiaryhearingto
considerthe reasonablenessof the settlementand whetheracceptanceof
the settlementis just, fair, and reasonable,in the public interest,or
otherwisein accordancewith law or regulatorypolicy. Approvalof such
settlementsshallbebaseduponsubstantialevidencein therecord.

Becausethis casepresentedissuesof significantimplicationfor theutility andthe

public interest,a hearinghasbeenheld to considerthe meritsof this case,including the

parties'stipulations,andwenowproceedto evaluatetherecordin thisproceeding.

Through their personal appearances,SCE&G presentedthe testimonies of

ThomasD. Gatlin, JosephM. Lynch, J. Dan'in Kahl, GerhardHaimberger,Keith C.

Coffer, Jr., Allen W. Rooks,JosephK. Todd andJohn S.Beier. The testimoniesand

exhibitsof SCE&GwitnessForrestE. Hill, SCEUCWitnessKevin W. O'Donnell, and

CMC SteelWitnessRichardThomaswere stipulatedinto therecordof the casewithout
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objectionandwithout theneedfor thesewitnessesto personallyappearto presenttheir

testimony. Tlu'ough their personalappearances,ORS presentedthe testimoniesof

JacquelineR. Cherry and A. RandyWatts. At the requestof SCE&G and with the

consentof the otherparties,certainportions of the testimoniesof SCE&G witnesses

Haimberger,Beier andHill, CMC SteelWitnessThomas,andORSWitnessWattswere

declaredto be confidential by the Commission and will be so maintainedin the

non-public recordsof the Commissionand of the transcriptof the hearing. See also

Commission Order No. 2009-216 dated April 9, 2009, issued in the above-referenced

docket.

SCE&G witnesses testified in support of the Settlement Agreement and on issues

related to the prudency of SCE&G's fuel purchasing practices, plant operations, and fuel

inventory management. SCE&G Witness Gatlin discussed the operation of the V.C.

Summer Nuclear Station, including outages. SCE&G witness Joseph K. Todd reviewed

the operating performance of the Company's fossil units and of South Carolina

Generating Company's Williams Electric Generating Station. Company Witness

Haimberger discussed the fuel procurement activity of the Company. SCE&G Witness

Kahl provided an overview of the natural gas purchasing processes and discussed natural

gas prices and forecasts.

SCE&G Witness Beier testified as to the impact of implementing a financial

hedging program for SCE&G's coal purchases. SCE&G Witness Lynch testified as to

forecasting methodologies. Company Witness Rooks provided actual fuel cost data for

the historical period under review in this proceeding, provided the projected fuel costs for
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theperiodJanuary1, 2009throughApril 30, 2010,andrecommendedfuel ratesfor the

periodof May 2009throughApril 2010.

CompanyWitnessCoffer addressedthe Company'srecommendationof a credit

againstthe electricfuel-clauseunder-collectionasa result of convel_ingthe fuel clause

administrationprocessfrom a cyclemonthsalescalculationbasisto a calendarmonth

salescalculationbasis. Theprocessthat SCE&Gcurrentlyusesto calculateits over-or

under-collectionadjustment includes the determinationof an actual fuel cost per

kilowatt-hour(KWH) by dividing calendarmonthfuelexpenseby thesalesthatarebilled

to customersduring the month on a cycle-billed basis. Although acceptedin the

administrationof the fuel clause,this processresultsin a lessprecisematchingof fuel

costswith the salesgeneratedthanwould be thecasewerecalendar-basedsalesusedin

the computation.Mr. Coffer testifiedthat cyclebilling resultsin anundercollectionof

thefuel expense.The Companyestimatestheamountof this unbilled fuel costrecovery

andrecognizesthe impacton its financialstatements.An offset to thefuel clauseunder-

collectedbalanceis then recordedin a separategeneralledgeraccount.As of December

31, 2008this estimatedoffsetwasa credit balanceof approximately$25 million. The

Companyproposesthat the balancein this offset accountbe usedto reducethe under-

collected fuel balance as of December31, 2008, and that this offset account be

consideredin all future fuel clauseadjustments.Mr. Coffer testifiedthat this will have

the effect of more precisely matching calendarmonth fuel expensewith the sales

generatedfrom the use of that fuel and thereforemorepreciselystatethe fuel clause

under-or over-collectedbalanceat anypoint in time. Theproposedtreatmentwill also
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yield a reductionof $24,997,275to the Company'sunder-collectedfuel balanceas of

December31,2008.

ORSWitnessChen'ytestifiedandpresentedthe resultsof theORSAudit Staff's

examinationof the Company'sbooks and recordspertainingto the Fuel Adjustment

Clauseoperationfor theperiodof February2008throughApril 2009. ThePartiesagreed

to acceptall accountingadjustmentsas set forth in ORS WitnessCherry's testimony.

ORS Witness Watts testified on the ORS Electric Department's findings and

recommendationsresulting from ORS's review of the Company'sfuel expensesand

powerplant operationsusedin the generationof electricity for the eleven-monthperiod

underreviewendingDecember31,2008.

The testimonysupportedthe termsof the SettlementAgreementregardingthe

appropriatefuel factors for SCE&G to chargefor the period beginningwith the first

billing cycle in May 2009and continuingthroughthe last billing cycleof April 2010.

Underthetermsof the agreement,anamountequalto the actualunder-recoveryat April

30,2009,will be recoveredoverathree-yearperiodbeginningwith thefirst billing cycle

of May 2009. ThePartiesagreedthat SCE&G shallbe allowedto chargeandrecover

carrying costs on an amount equal to apwoximately two-thirds of the actual under-

collectedamount,that is, the amountcalculatedto be the differencebetweenthe total

actualunder-collectedamountasof April 30, 2009 andthe amountof $37,156,076.67.

For the three-yearrecovery period, the applicableinterest rate used to calculatethe

carryingcostsunderthis SettlementAgreementis therateof interestasof thefirst dayof

eachmonthduring the threeyearperiod for 3-yearU.S. GovernmentTreasuryNotes,as
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reported in the Wall Street Journal, plus an all-in spread of 65 basis points (0.65

percentage points). The total carrying cost rate to include the 65 basis points shall not

exceed 6%. However, the PalSies have agreed that the interest rate specified in the

Settlement Agreement is subject to the right of any Party to request in SCE&G's 2010

and 2011 fuel proceedings that the Commission set a different interest rate to be applied

to the uncollected balance in the second and third years of the three-year recovery period.

The Settlement Agreement describes how the three-year collection of the under

recovery and its applicable carrying costs will operate. The first dollars recovered in the

succeeding twelve months beginning with the first billing cycle for May 2009 shall be

applied to the under recovery so that in the next fuel proceeding for SCE&G any under

recovery will be for the period for May 2009 through April 2010. For the period of the

first billing cycle for May 2009 through the last billing cycle for April 2010, SCE&G

shall recover $37,156,076.67 of the projected under-recovery balance as of April 30,

2009 in revised fuel rates which are as listed in the table below:

Class Base Fuel Cos!

Components

cents/KWH)

Environmental Fuel

Cost Components

(cents/KWH)

l'otal Fuel Costs

Factors

cents/KWH)

Residential 3.621 0.050 3.671

Small General Service 3.621 0.041 3.662

Medium General Service 3.62t 0.033 3.654

Large General Service 3.621 0.025 3.646

Lighting 3.621 3.621
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It is proposedthat,beginningwith thefirst billing cyclefor May 2010andending

with the last billing cycle for April 2012, SCE&G shall recover the remaining

approximatetwo-thirds of the under-collectedbalancein equalmonthly installmentsof

1/24permonthplusintereston theremainingbalance.

After hearingthe evidenceand testimonyof the witnessesand reviewing the

SettlementAgreement,the Commissionfinds and concludesthat the fuel purchasing

practices,plant operations,andfuel inventorymanagementof SCE&Gareprudent,and

that approvalof theSettlementAgreementis consistentwith thestandardsfor fuel review

proceedingsconductedpursuantto S.C. CodeAnn. §58-27-865(Supp. 2008). The

Commissionalso finds that the Company'srecommendationto convertthe fuel clause

administrationprocessfi'om a cycle monthsalescalculationbasisto a calendarmonth

salescalculationbasisis reasonableandprudentandthattheapplicationof a creditin the

amountof $24,997,275againsttheelectricfuel-clauseunder-collectionbalanceshouldbe

approved. The settlementallows recoveryby SCE&G of fuel costsaspreciselyand

promptly aspossibleand in a mannerto assurepublic confidenceandminimize abrupt

changesin chargesto customers.As such,it is in the public interestas a reasonable

resolutionof the issuesin this case.We alsofind thattheresolutionof issuesamongthe

Partiesasset forth in the SettlementAgreementdoesnot appearto inhibit economic

development.

IT ISTHEREFOREORDEREDTHAT:

1. The fuel purchasing practices,plant operations,and fuel inventory

managementof SCE&Gareprudentfor theperiodFebruarythroughDecember,2008.
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2. The SettlementAgreementis incorporatedhereinby reference,is foundto

bea reasonableresolutionto the issuesof this case,foundto be in thepublic interestand

is approved.

3. SCE&G shall set its BaseFuel Cost Components,EnvironmentalFuel

CostComponentsandTotalFuelCostFactorsconsistentwith theamountssetforth in the

tablebelow effectivefor bills renderedon andafter thefirst billing cycle of May 2009,

andcontinuingthroughthelastbilling cycleof April 20t0.

Class Base Fuel Cos|

Components

(cents/KWH)

Environmental Fuel

Cost Components

(cents/KWH)

total Fuel Costs

Factors

cents/KWH)

Residential 3.621 0.050 3.671

3mall General Selwice 3.621 0.041 3.662

VIedium General Service 3.621 0.033 3.654

Large General Service 3.621 0.025 3.646

Lighting 3.621 3.621

4. SCE&G shall be allowed to charge and recover carrying costs on an

amount equal to approximately two-thirds of the actual under-collected amount, that is,

the amount calculated to be the difference between the total actual under-collected

amount as of April 30, 2009 and the amount of $37,156,076.67.
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5. For the tbxee-yearrecoveryperiod, the applicableinterestrate used to

calculatethe carryingcostsunderthis SettlementAgreementis the rateof interestasof

the first day of eachmonth during the threeyearperiod for 3-yearU.S. Government

TreasuryNotes,asrepro'tedin the Wall Street Journal, plus an all-in spread of 65 basis

points (0.65 percentage points), subject to the right of any Party to request in SCE&G's

2010 and 2011 fuel proceedings that the Commission set a different interest rate to be

applied to the uncollected balance in the second and third years of the three-year recovery

period. The total carrying cost rate to include the 65 basis points shall not exceed 6%.

6. The Company's recommendation to convert the fuel clause administration

process from a cycle month sales calculation basis to a calendar month sales calculation

basis is reasonable and prudent and is hereby approved. The balance in the Company's

offset account in the amount of $24,997,275 shall be used to reduce the under-collected

fuel balance as of December 31, 2008, and the offset account shall be considered in all

future fuel clause adjustments.

7. The Parties shall abide by all terms of the Settlement Agreement.

8. SCE&G shall file with the Commission the tariff sheet approved by this

Order entitled "Adjustment For Fuel And Variable Environmental Costs" and all other

retail tariff sheets within ten (10) days of receipt of this Order, and also serve copies on

the Parties. The fuel rates reflected in any such tariff sheets shall be consistent with the

components and factors set forth in ordering paragraph No. 3 above.

9. SCE&G shall comply with the notice requirements set forth in S.C. Code

Ann. § 58-27-865(B) (Supp.2008).
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10. SCE&G shallcontinueto file the monthlyreportsaspreviouslyrequired.

SCEUCandCMC Steelshallbeprovidedacopyof themonthlyreports.

11. SCE&G shall accountmonthly to the Commissionand ORS for the

differencesbetweentherecoveryof fuel coststhroughbaseratesandtheactualfuel costs

experiencedby booking the difference to unbilled revenueswith a corresponding

deferreddebitor credit. ORSshallmonitorthecumulativerecoveryamount.

12. SCE&G shallsubmitmonthlyreportsto theCommissionandORSof fuel

costsandscheduledandunscheduledoutagesof generatingunitswith a capacityof 100

MW or greater.

13. SCE&G shall performan analysisof the feasibility, costsand potential

benefitsof operatinga financialhedgingprogramfor its coal suppliesas set out in the

SettlementAgreement,includingprovisionof afinal written report to thepartiesandthe

Commissionby January15,20t0.

14. SCE&G shall apply any money receivedfrom litigation, arbitration,or

negotiatedsettlementswith coalsupplierswherethedisputeis for non-deliveries,defaults

or othersimilar non-performanceissuesor for othermattersrelatedto or associatedwith

S.C.CodeAnn. Section58-27-865to reducethefuel costsaccount.TheCompanyshall

provide qum"terlyreports to the parties showing the Company's efforts to seek

compensationfor non-deliveries,defaults,or othersimilarnon-performance.
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15. This Ordershall remainin full forceand effectuntil further orderof the

Commission.

BY ORDEROF THE COMMISSION:

I

Elizabethk'l_. Fleming, Chairman k,,__

ATTEST:

John E.o_ward, Vice Chairman

(SEAL)



Order Exhibit No. i

Docket No. 2009-2-E

Order No. 2009-289

April 30, 2009

BEFORE

THE PUBLIC SERVICE COMMISSION OF

SOUTH CAROLINA

DOCKET NO. 2009-2-E

March __, 2009

IN RE: )

)
South Carolina Electric & Gas Company - ) SETTLEMENT AGREEMENT

Annual Review of Base Rates for )

Fuel Costs )

)
)

This Settlement Agreement is made by and among the South Carolina Office of

Regulatory Staff ("ORS"), South Carolina Energy Users Committee ("SCEUC"), CMC Steel

South Carolina f/k/a SMI Steel South Carolina ("CMC"), and South Carolina Electric & Gas

Company ("SCE&G") (collectively referred to as the "Parties" or sometimes individually as a

"Party").

WHEREAS, the above-captioned proceeding has been established by the Public Service

Commission of South Carolina ("Commission") pursuant to the procedure established in S.C.

Code Ann. §58-27-865 (Supp. 2008), and the Parties to this Settlement Agreement are parties of

record in the above-captioned docket. There are no other palnties of record in the above-

captioned proceeding;

WHEREAS, the Parties have varying legal positions regarding the issues in this case;

WHEREAS, the Parties have engaged in discussions to determine if a settlement would

be in their best interest;
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WHEREAS,following thesediscussionsthe Partieshave eachdeterminedthat their

interestandthe public interest would be best served by settling matters in the above-captioned

case under the terms and conditions set forth below:

1. The Parties agree to stipulate into the record before the Commission the direct and

rebuttal testimony and exhibits of the following witnesses without objection, change, amendment

or cross-examination with the exception of changes comparable to that which would be

presented via an errata sheet or through a witness noting a correction.

A. SCE&G witnesses:

(1) Thomas D. Gatlin

(2) Joseph M. Lynch

(3) J. Darrin Kahl

(4) Gerhard Haimberger (Direct and Rebuttal Testimony)

(5) Keith C. Coffer, Jr.

(6) Allen W. Rooks

(7) Joseph K. Todd

(8) Forrest E. Hill (Rebuttal Testimony) (to save costs, the Parties

agree Mr. Hill need not appear in person at the hearing in this case)

(9) John S. Beier (Rebuttal Testimony)

B. ORS witnesses:

(1) Jacqueline R. Cherry

(2) A. Randy Watts

C. SCEUC witness:

(1) Kevin W. O'Dormell (to save costs, the Parties agree Mr.

O'Donnell need not appear in person at the hearing in this case)
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D. CMCwitness:

(1) RichardThomas(DirectandSurrebuttalTestimony)(tosavecosts,

the Parties agree Mr. Thomas need not appear in person at the

hearing in this case)

2. As a compromise, all Parties adopt, accept, and acknowledge as the agreement of

the Parties that:

A. SCE&G's under recovered fuel cost balance for the period

February 1, 2008 through April 30, 2009 is projected to be the

amount of $111,468,230. This under recovery consists of

historical under recovered costs for the period February 1, 2008

through December 31, 2008 and estimated under recovered
costs for the period January 1, 2009 through April 30, 2009.

B. SCE&G agrees to recover an amount equal to the actual under-
collected amount which is projected to be approximately

$111,468,230 over a three year period commencing with the

first billing cycle for May 2009. The Parties also agree that

SCE&G shall be allowed to charge and recover carrying costs

on an amount equal to approximately 2/3 of the actual under-

collected amount, that is, the amount calculated to be the
difference between the total actual under-collected amount as

of April 30, 2009 and the amount of $37,156,076.67. For the

three-year recovery period, the applicable interest rate used to

calculate the carrying costs under this Settlement Agreement is

the rate of interest as of the first day of each month during the

three year period for 3-year U.S. Government Treasury Notes,
as reported in the Wall Street Journal, plus an all-in spread of

65 basis points (0.65 percentage points), subject to the right of

any Party to request in SCE&G's 2010 and 2011 fuel

proceedings that the Commission set a different interest rate to

be applied to the uncollected balance in the second and third

years of the three-year recovery period. The total carrying cost
rate to include the 65 basis points shall not exceed 6%. The

three year collection of the under recovery and its applicable

carrying costs shall operate as follows:

(1) For the period of the first billing eycIe for May 2009

through the last billing cycle for April 2010, SCE&G
shall recover $37,156,076.67 in the fuel rates set forth

in paragraph 2.D below. As described in paragraph
2.B. above, interest on the remaining approximate 2/3
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under-collectedbalanceshall accrue and be recovered

during the 3-year recovery plan.

(2) Beginning with the first billing cycle for May 2010 and

ending with the last billing cycle for April 2012,

SCE&G shall recover the remaining approximate 2/3

under-collected balance in equal monthly installments

of 1/24 per month plus interest on the remaining
balance. Interest shall be calculated consistent with the

calculation and recovery mechanism set forth in

paragraph 2.B above, subject to the right of any Party to

request in SCE&G's 2010 and 2011 fuel proceedings
that the Commission set a different interest rate to be

applied to the uncollected balance in the second and

third years of the three-year recovery period.

(3) Attachment A provides an example of the recovery

procedure agreed to in this Settlement Agreement. This

example assumes an under-collected balance as of April

30, 2009 in the amount of $111,468,230. The parties

understand, acknowledge and agree that the under-
collected balance used in Attachment A is for

illustrative purposes only. The patties further

understand, acknowledge and agree that the actual

under-collected balance used in Attachment A may be

greater than, equal to or less than the amount of

$111,468,230 and that the actual calculation and

monthly carrying costs to be collected will be based on

the actual under-collected amount as of April 30, 2009.

A sample carrying cost rate is used in Attachment A for

illustrative purposes only and the Parties understand

that the carrying cost rate may change on a month to

month basis as rates for the 3-year U.S. Government

Treasury Notes fluctuate, either increasing or
decreasing during the three-year recovery period. The

Parties understand, acknowledge and agree that the

interest rate to be applied to the uncollected balance in

the second and third years of the three-year recovery

period is subject to the right of any Party to request in

SCE&G's 2010 and 2011 fuel proceedings that the
Commission set a different interest rate.

C. The Parties agree and recommend that the first dollars

recovered in the succeeding twelve months beginning with the

first billing cycle for May 2009 shall be applied to the under

recovery so that in the next fuel proceeding for SCE&G any

under recovery will be for the period for May 2009 through
April 2010.
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D. The appropriatefuel factorsfor SCE&Gto chargefor the
periodbeginningwith the first billing cycle in May 2009
extendingthroughthe last billing cycle for April 2010are
listedbelow. Thesefuel factorsincludeenvironmentalcosts
and an amount equal to the under recoveredfuel costs
describedinparagraph2.B(1).

Class

Residential
_mallGeneralService

Base Fuel Cost

Component

(cents/KWH)
3.621

Environmental Fuel

Cost Component

(cents/KWH)
0.050

Total Fuel Costs

Factor

(cents/KWH)
3.671

3.621 0.041 3.662

Viedium General Service 3.621 0.033 3.654

Large General Service 3.621 0.025 3.646

Lighting 3.621 3.621

E.

F,

G.

H.

The Parties agree the fuel factors set forth above are consistent

with S.C. Code Ann. § 58-27-865 (Supp. 2008). The Parties

further agree that any and all challenges to SCE&G's historical

fuel costs recovery for the period ending December 31, 2008,

are not subject to further review; however, the projected fuel

costs for periods beginning January 1, 2009, and thereafter

shall be open issues in future fuel costs proceedings held under

the procedure and criteria established in S.C. Code Ann. § 58-

27-865 (Supp. 2008).

Included in the above environmental fuel cost is approximately

$14,081,647 in credits to retail electric customer classes from

the SO2 account balance ending December 31, 2008.
Discussion of the $02 account and credit is set forth in the

testimony of ORS witness A. Randy Watts.

The Parties agree to accept all adjustments and

recommendations as put forth by ORS in the testimony of ORS

witnesses A. Randy Watts and Jacqueline R. Cherry with the

exception of the interest rate as agreed to in this settlement

agreement in paragraph 2.B.

SCE&G agrees to apply any money received from litigation,

arbitration, or negotiated settlements with coal suppliers where

the dispute is for non-deliveries, defaults or other similar non-

performance issues or for other matters related to or associated
with S.C. Code §58-27-865 to reduce the fuel costs account.

SCE&G also agrees to provide to the parties quarterly reports
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showingtheCompany'seffortsto seekcompensationfor non-
deliveries,defaultsorothersimilarnon-performance.

I, The parties understand that ORS is monitoring the large

increase in transportation costs and may take action before

appropriate forums. To the extent possible and as reasonably

requested by ORS, SCE&G, CMC and SCEUC agree to

cooperate and provide assistance to ORS.

J. SCE&G agrees to provide to ORS, CIVIC and SCEUC the

following:

(1) Copies of the monthly fuel recovery reports currently
filed with the Commission and ORS; and,

(2) Quarterly forecasts beginning with the quarter ending

June 30, 2009 of the expected fuel factor to be set at

SCE&G's next annual fuel proceeding and SCE&G's

historical over/under recovery to date. SCE&G agrees

it will put forth its best efforts to forecast the expected

fuel factor to be set at its next annual proceeding;

however, all Parties agree that these quarterly forecasts

will not be admitted into evidence in any future

SCE&G pmceedings.

K. SCE&G agrees to perform an analysis of the feasibility, costs

and potential benefits of operating a financial hedging program

for its coal supplies for electric generation. During the first

sixty (60) days of the analytical process measured from the

date of execution of this agreement, at each Party's discretion,

SCE&G agrees to receive and consider input from a Party

regarding the design of the analysis and the factors to be

included in the analysis for evaluation. However, SCE&G

retains ultimate control over the design of the analysis and the

factors to be evaluated. SCE&G will provide a copy of an

interim report of said analysis to the Parties by September 15,

2009. Each Party agrees to provide SCE&G with written

comments, if any, to the interim written report by November

15, 2009. After receiving the comments of the Parties, if any,

SCE&G agrees to complete its analysis and issue a final

written report by January 15, 2010 and provide a copy of same

to the Parties. The report will also be filed with SCE&G's

testimony in the 2010 fuel hearing. The volumes of coal that

are the subject of this analysis will be forecast using SCE&G's

standard generation forecasting models and fuel cost

forecasting models, supplemented by all relevant data, and the

analysis shall explicitly address, among other things, electric

system demand, weather, plant operating characteristics, forced
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outages, scheduled plant outages, and the market price of

power. The underlying data used in this analysis will be made

available for inspection by ORS upon the execution of a

mutually agreeable confidentiality agreement. The underlying

data used in this analysis will also be made available for

inspection by other Parties upon the execution of a mutually

agreeable confidentiality agreement to the extent that SCE&G
determines the data not to be business confidential and as such

exempt from disclosure notwithstanding the execution of said

confidentiality agreement. By executing this Settlement

Agreement, no Party shall waive or otherwise prejudice its

right to seek an order from the Commission if such Party

disagrees with any assertion by SCE&G that certain data or

information is business confidential or otherwise protected

from disclosure notwithstanding that the Party has executed a

confidentiality agreement.

3. The Parties agree this Settlement Agreement is reasonable, in the public interest

and in accordance with law and regulatory policy.

4. Further, ORS is charged with the duty to represent the public interest of South

Carolina pursuant to S.C. Code §58-4-10(B) (Supp. 2008). S.C. Code §58-4-10(B)(1) through

(3) reads in part as follows:

"...'public interest' means a balancing of the following:

(:)

(2)

(3)

Concerns of the using and consuming public with

respect to public utility services, regardless of the

class of customer;

Economic development and job attraction and

retention in South Carolina; and

Preservation of the financial integrity of the State's

public utilities and continued investment in and

maintenance of utility facilities so as to provide

reliable and high quality utility services."

5. The Parties agree to cooperate in good faith with one another in recommending to

the Commission that this Settlement Agreement be accepted and approved by the Commission as

a fair, reasonable and full resolution in the above-captioned proceeding. The Parties agree to use
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reasonableeffortsto defendandsupportanyCommissionorderissuedapprovingthisSettlement

Agreementandthetermsandconditionscontainedherein.

6. This written SettlementAgreementcontainsthe completeagreementof the

Parties. Thereareno other termsand conditionsto which the Partieshaveagreed. This

SettlementAgreementintegratesall discussionsamongthePartiesinto thetermsof thiswritten

document.ThePartiesagreethatthisSettlementAgreementwill notconstrain,inhibitor impair

theirargumentsor positionsheldin futureproceedings,norwill the SettlementAgreementor

anyof themattersagreedto in it beusedasevidenceor precedentin anyfutureproceeding.If

theCommissionshoulddeclineto approvetheSettlementAgreementin its entirety,thenany

Partydesiringto dosomaywithdrawfromtheSettlementAgreementwithoutpenalty.

7. ThisSettlementAgreementshallbeinterpretedaccordingto SouthCarolinalaw.

Theabovetermsandconditionsfully representtheagreementof thePartieshereto.Therefore,

eachPartyacknowledgesits consentandagreementto thisSettlementAgreementbyauthorizing

its counselto affix his or hersignatureto this documentwhereindicatedbelow. Counsel's

signaturerepresentshisorherrepresentationthathisorherclienthasauthorizedtheexecutionof

the agreement.Facsimilesignaturesand e-mailsignaturesshallbe as effectiveas original

signaturesto bind anyparty. Thisdocumentmaybe signedin counterparts,with thevarious

signaturepagescombinedwith thebodyof thedocumentconstitutinganoriginalandprovable

copyof thisSettlementAgreement.
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WEAGREE:

Repruenflng and binding the South Carofina Office of Regulatory Staff

Nan_ S._wards, _qutre0
ShannonBowyerHudson,Esquire
South Carolina Office of Regulatory Staff
1401 Main Street, Suite 900

Columbia, SC 29201

Phone: (803) 737.0575

(803) 737.0889

Fax: (803) 737-0895

Email:
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03/25/2009 18:49 FAX 803 771 8010 ELLIOT£ AND ELLIOTT _009

WE AGREE: /z2

Repre_nttug

Elllott & Elliott, P,A.
721 Olive Street
Columbia, SC 29205

Phony: (803) 771-0555

Fax: (803) 77l_8010
Email:
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WE ,_GREE:

RepreSenting and binding South Carolina Electric & Gas Company

K, Chad B t_gTo:Y_Es°_quSirq_ure

South Carolina Eleetrie & Gas Company

1426 Main Street, 13 th floor

Columbia, SC 29201

Phone: (803) 217-9356

(803) 217-8141

Fax: (803) 217-7931

Email: cdtaylor_soana.com

ehad.burgess@soana,com

Mitchell Willoughby, Esquire

Benjamin P. Mustian, Esquire

Willoughby & Itoefer, P.A.
Post Office Box 8416

1022 Calhoun Street, Suite 302

Columbia, SC 29202-8416

. Phone: (803) 252-3300

Fax: (803) 256-8062

Email: mwilloughbv@willouzhbvhoefer.eom

bmustian@willoughyho efer.com
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WEAGREE:

RepresentingCMC Steel South Carolina f/k/a SMI Steel- South Carolina

Damon E. Xenopoulos, Esquire

Brickfield, Burehette, Rttts & Stone, P.C.
1025 Thomas Jefferson Street, NW

Eighth Floor - West Tower
Washington, DC 20007

Phone: (202) 342-0800

Fax: (202) 342-0807
Email: Damon.Xenopoulos@bbrslaw,com

E. Wade Mullins, HI, Esquire

Bruner Powell Robbins Wall & Mullins, LLC
Post Office Box 61110

Columbia, SC 29260

Phone: (803) 252-7693

Fax: (803) 254-5719

Email: wmullins@bprwm.com
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